AFFIN HOLDINGS BERHAD

(Company no. 23218 – W)

Condensed Financial Statements

Explanatory Notes – Financial quarter ended 31 December 2003


1. Basis of preparation

The condensed financial statements for the quarter has been prepared in accordance with Malaysian Accounting Standards Board (“MASB” 26) (Interim Financial Reporting) and Chapter 9, part K of the Listing Requirements of the Kuala Lumpur Stock Exchange.

The financial policies and methods of computations applied for these financial statements are consistent with those applied for in the annual financial statements. 

2. Qualification of preceding annual financial statements

The Group’s preceding year’s annual financial statements were not subjected to any qualification statements.

3. Seasonal or cyclical factors

The Group operations are generally not affected by any seasonal factors but are in tandem with the country’s economic situation. 

4. Items of unusual nature, size and incidence affecting net assets, equity, net income or cash flows

There were no unusual items affecting the assets, liabilities, equity, net income, or cash flows of the Group and the company during the financial quarter ended 31 December 2003. 

5. Changes in estimates

There were no material changes in estimates of amounts reported in prior financial years that have a material effect in the current financial year. 

6. Changes in debts and equity securities

Group borrowings and debt securities

	

	
	Current financial quarter ended             31/12/2003
	Previous financial year ended 

31/12/2002

	
	
	RM’000
	RM’000

	  Deposit from customers : 
	
	
	

	
	
	
	
	

	
	Fixed deposits and negotiable instruments of deposits
	
	
	

	
	
	
	
	

	
	Currency : MYR
	
	
	

	
	  One year or less (short-term)
	
	
17,884,201
	16,404,286

	
	  More than one year (medium/long-term)
	
	
646,744
	488,997

	
	
	
	
	

	
	Currency : USD
	
	
	

	
	  One year or less (short-term)
	
	12,578
	-

	
	  More than one year (medium/long-term)
	
	

  -
	-

	
	
	
	18,543,523
	 16,893,283

	
	
	
	

	Deposit and Placements of Banks and Other Financial Institutions :
	
	
	

	
	
	
	
	

	
	Currency : MYR
	
	
	

	
	  One year or less (short-term)
	
	4,212,807
	2,543,002

	
	  More than one year (medium/long-term)
	
	357,037
	184,684

	
	Currency : USD
	
	
	

	
	  One year or less (short-term)
	
	-
	-

	
	  More than one year (medium/long-term)
	
	-
	-

	
	
	
	
	

	
	Other currencies
	
	564,147
	636,310

	
	
	
	5,133,991
	3,363,996


	
	
	
	

	
	
	Current financial quarter ended             31/12/2003
	Previous financial year ended 

31/12/2002

	
	
	
	RM’000
	RM’000

	Bonds and notes

	
	Secured
	
	
	

	
	  One year or less (short-term)
	
	-
	-

	
	  More than one year (medium/long-term)
	
	240,000
	240,000

	
	Unsecured
	
	
	

	
	  One year or less (short-term)
	
	
	-

	
	  More than one year (medium/long-term)
	
	100,000
	600,000

	
	
	
	340,000
	840,000

	
	
	
	
	

	Subordinated term loan/Bank borrowings
	
	
	

	
	Secured
	
	
	

	
	  One year or less (short-term)
	
	-
	-

	
	  More than one year (medium/long-term)
	
	-
	-

	
	Unsecured
	
	
	

	
	  One year or less (short-term)
	
	45,000
	250,000

	
	  More than one year (medium/long-term)
	
	1,072,250
	402,250

	
	
	
	1,117,250
	652,250


7. Dividend

A final dividend of 1 sen per share less 28% tax in respect of the financial year ended 31 December 2002 as approved by the shareholders in the Annual General Meeting held on 30 April 2003 was paid on 30 May 2003.     

There were no interim dividends being declared or proposed for the financial year under review. 

8. Segmental reporting on revenue and profit

The segment analysis by activity for the 3 months financial period ended 31 December 2003 is as follows:-

	
	3 months ended 31 December 2003
	3 months ended 31 December 2002

	
	Total
	Profit
	Total
	Profit

	
	Revenue
	Before 
	Revenue
	Before 

	
	
	Tax
	
	Tax

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking


	160,280
	(13,720)
	202,584
	23,683

	Retail banking
	154,606


	45,010
	188,003
	89,581

	Treasury and money


	166
	
	
	

	  market
	166,523
	28,822
	142,155
	20,354

	Investment banking
	3,994
	1,367
	4,051
	2,975

	Securities and 
	
	
	
	

	 fund management
	7,657
	4,295
	848
	(4,447)

	Insurance
	                 1,121
	                 683
	1,305
	1,129

	Others
	(3,490)
	11,238
	(10,546)
	24,900

	Segment revenue/
	490
	
	
	

	 segment results
	490,691
	77,695
	528,400
	158,175

	Unallocated corporate 
	
	3)
	
	

	 Expenses
	
	(37,044)
	
	(112,095)

	Profit/(loss)  from
	
	
	
	

	 Operations
	
	40,651
	
	46,080

	Finance cost
	
	(11,711)
	
	(11,727)

	Share of results of 
	
	
	
	

	 associates
	
	4,420
	
	3,928

	Profit/(loss) before 
	
	
	
	

	 taxation
	
	33,360
	
	38,281

	Taxation and zakat
	
	49,084
	
	27,527

	Share of tax of associates


	
	(332)
	
	(1,036)

	Profit after taxation
	
	82,112
	
	64,772

	Minority interests
	
	(7,602)
	
	8,012

	Net profit for the
	
	
	
	

	 financial period
	
	74,510
	
	72,784


The segment analysis by activity for the 12 months financial period ended 31 December 2003 is as follows:-

	
	12 months ended 31 December 2003
	12 months ended 31 December 2002

	
	Total
	Profit/(loss)
	Total
	Profit/(loss)

	
	Revenue
	Before 
	Revenue
	Before 

	
	
	Tax
	
	Tax

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking
	597,810
	(68,008)
	750,573
	125,355

	Retail banking
	606,616
	162,242
	704,714
	202,727

	Treasury and money


	
	
	
	

	market
	615,170
	136,871
	426,823
	150,268

	Investment banking
	21,590
	12,708
	18,930
	12,772

	Stock-broking and  
	
	
	
	

	 Asset management
	41,274
	1,102
	26,687
	(5,208)

	Insurance
	4,816
	2,636
	5,152
	2,857

	Others
	6,632
	2,011
	23,773
	(4,969)

	Segment revenue/
	
	
	
	

	 segment results
	1,893,908
	249,562
	1,956,652
	483,802

	Unallocated corporate 
	
	
	
	

	 expenses
	
	(73,696)
	
	(271,222)

	Profit/(loss)  from
	
	175,867
	
	

	 Operations
	
	175,866
	
	212,580

	Finance cost
	
	(53,796)
	
	(48,878)

	Share of results of 
	
	
	
	

	 associates
	
	19,953
	
	9,645

	Profit/(loss) before 
	
	
	
	

	 taxation
	
	142,023
	
	173,347

	Taxation and zakat
	
	15,640
	
	(2,641)

	Share of tax of associates


	
	(3,738)
	
	(3,340)

	Profit after taxation
	
	153,925
	
	167,366

	Minority interests
	
	(26,437)
	
	(25,282)

	Net profit for the
	
	
	
	

	 financial period
	
	127,488
	
	142,084


The segment analysis by activity for the 12 months financial period ended 31 December 2003 is as follows:-

	
	12 months ended 31 December 2003
	12 months ended 31 December 2002

	
	Total
	Total
	Total
	Total

	
	Assets
	liabilities 
	assets
	Liabilities 

	
	
	
	
	

	
	RM’000
	RM’000
	RM’000
	RM’000

	Corporate commercial
	
	
	
	

	 banking
	10,356,283
	7,724,618
	10,010,140
	13,625,648

	Retail banking
	7,678,160
	7,219,412
	10,136,038
	7,349,243

	Treasury and money


	
	
	
	

	market
	12,830,072
	15,849,122
	11,647,587
	7,981,331

	Investment banking
	2,765,185
	772
	2,939
	818

	Stock-broking and  
	
	
	
	

	 Asset management
	224,580
	177,260
	101,073
	78,545

	Insurance
	31,042
	30,320
	27,605
	22,686

	Others
	46,800
	51,257
	17,661
	31,751

	Segment ssets/
	
	
	
	

	 segment liabilities
	33,932,122
	31,052,761
	31,943,043
	29,090,022

	
	
	
	
	

	Investment in associates
	               64,381


	            -
	        52,832
	-

	Goodwill
	852,085
	-
	852,085
	-

	
	
	
	
	

	Deferred tax assets/


	274,788


	74
	     212,559
	111

	Deferred tax liability
	
	
	
	

	
	
	
	
	

	Tax recoverable
	98,453
	-
	113,937
	-

	
	
	
	
	

	Borrowings
	-
	1,457,250
	-
	1,492,250

	
	
	
	
	

	Unallocated assets/
	101,019
	15,419
	83,636
	22,642

	liabilities
	
	
	
	

	
	
	
	
	

	Total
	35,322,848
	32,525,504
	33,258,092
	30,605,025

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


8. Segmental reporting on loans, advances and financing analysed by their economic purposes



Group

	
	As at 

31/12/2003

RM’000
	As at 

31/12/2002

RM’000

	Agriculture


	212,068


	477,468

	Mining and quarrying


	23,840
	36,604

	Manufacturing
	2,253,451
	3,136,545

	Electricity, gas and water


	59,103
	180,082

	Construction
	2,028,486
	2,256,134

	Real estate
	949,935
	843,839

	Purchase of landed property
	4,403,310
	4,312,021

	 (of which:-Residential
	3,400,412
	3,079,315

	                   Non-residential)
	1,002,898
	1,232,706

	General commerce
	1,344,260


	1,965,129

	
	
	

	Transport, storage and communication
	608,285
	646,116

	Finance, insurance and business service
	311,812
	789,631

	Purchase of securities
	825,841
	810,493

	Purchase of transport vehicles
	3,901,162
	3,745,575

	Consumption credit
	659,324
	621,600

	Others
	1,369,413


	1,200,625

	Total
	18,950,289
	21,021,862


	Non-performing loans
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Group

	
	
	
	
	
	
	
	As at

31/12/2003
	As at

31/12/2002

	
	
	
	
	
	
	
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	

	Balance at the beginning of financial period/year
	6,533,430
	7,007,653

	Non-performing during the financial period/year
	
	1,562,773
	2,280,937

	 (gross)
	
	
	

	Amount sold to Danaharta
	
	-
	-

	Debts to equity conversion
	
	(353,657)
	(361,927)

	Amount recovered
	
	(770,252)
	(807,727)

	Amount written-off
	
	(1,085,670)
	(1,206,226)

	Reclassified as performing
	(618,103)
	(379,280)

	Balance at the end of financial period/year
	5,268,521
	6,533,430

	
	
	
	
	
	
	
	
	

	Total net non-performing loans and financing
	
	3,273,304
	3,909,733

	 as at the end of financial period/year
	
	
	

	(as % of total loans)/1
	
	19.31.%
	21.25%

	
	
	
	
	
	
	
	
	

	/1 net of specific provision and interest-in-suspense

	
	
	
	
	
	
	

	
	Loan loss provision
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Movements in the provision for bad and doubtful debts and financing and interest-in-suspense/(income-in-suspense) accounts are as follows:-

 
	

	
	
	
	
	
	
	
	Group

	
	
	
	
	
	
	
	As at 30/09/2003
	As at 31/12/2002

	
	
	
	
	
	
	
	RM’000
	RM’000

	
	General provision
	
	
	
	
	

	  Balance at the beginning of financial period/year
	
	324,334
	325,116

	
	Provision made/(recovered) during the financial period/year
	
	6,939
	7,175



	
	Amount transfer to specific provision
	
	-
	(7,957)

	
	Reversed during the financial period/year
	
	-
	-

	
	Balance at the end of financial period/year
	
	331,273
	324,334

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	(as % of total loans) /I
	
	
	
	  1.96%
	1.76%

	
	
	
	
	
	


	
	
	
	
	
	Group

	
	
	
	
	
	As at 31/12/2003
	As at 31/12/2002

	
	
	
	
	
	RM’000
	RM’000

	
	Specific provision
	
	
	
	
	

	
	
	
	
	

	
	Balance at the beginning of financial period/year
	
	1,587,136
	2,238,862

	
	Provision made during the financial period/year
	
	526,040
	380,001

	
	Amount transferred from general provision
	-
	7,957

	
	Amount sold to Danaharta
	-
	-

	
	Amount transferred to provision for diminution 
	
	
	

	
	 in value of investment securities
	
	(63,857)
	      (27,952)

	
	Amount recovered
	
	(131,208)
	(95,989)

	
	Amount written-off in respect of debt conversion
	
	-
	-

	
	Amount written-off
	
	(669,581)
	(915,743)

	
	Balance at the end of financial period/year
	
	1,248,530
	1,587,136


	Interest-in-suspense/income-in-suspense
	
	
	

	
	Balance at the beginning of financial period/year
	
	1,057,605
	1,153,345

	
	Provision made during the financial period/year
	
	463,202
	614,278

	
	Amount sold to Danaharta
	
	-
	-

	
	Amount transferred to provision for diminution
	
	-
	-

	
	  in value of investment securities
	
	(25,098)
	(82,073)

	
	Amount recovered
	
	(252,061)
	(267,913)

	
	Amount written-off in respect of debt conversion
	
	-
	                  -

	  Amount written-off
	
	(478,733)
	(360,032)

	
	Balance at the end of financial period/year
	
	764,915
	1,057,605

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Amount recoverable from Danaharta
	
	
	

	
	
	
	
	
	
	
	

	
	Balance at the beginning of financial period/year
	
	22,055
	        70,801

	
	Amount arising during the financial period/year
	-
	          3,125

	
	Provision made during the financial period/year
	
	(16,363)
	     (50,690)

	
	Amount recovered
	
	(3,560)
	       (1,181)

	
	Balance at the end of financial period/year
	
	1,510
	        22,055


9. Valuation of property, plant & equipment

There were no valuations of property, plant and equipment during the financial period under review.  

10. Subsequent material event

There were no subsequent material events after the Balance Sheet date.
11. Changes in the composition of the Group

There were no changes in the composition of the Group for the financial period under review.

12. Risk weighted exposures of the Group                   

In the normal course of business, the Group makes various commitments and incurs certain contingent liabilities with legal recourse to its customers.  No material losses are anticipated as a result of these transactions.







Current financial 
Previous financial











quarter ended
year end






31/12/2003
31/12/2002






RM’000

RM’000

RM’000

RM’000






Principal

Credit 

Principal
Credit






Amount

Equivalent

Amount
Equivalent








Amount *


Amount *

Direct credit substitutes



259,603

259,603

485,568
485,568


Transaction-related contingent items


2,582,820
1,291,410

2,607,065
1,303,533


Short-term self-liquidating trade-related contingencies
6,329,234

1,265,847

5,596,010
1,119,202


Guarantees




47,655

47,655
   86,724

86,724


Obligations under underwriting agreements

410,386

194,462
 586,211

281,400





Foreign exchange related contracts













-
Less than one year



1,240,587

5,972
1,500,131
7,395

Interest rate related contracts













-
Less than one year



9,377,150

2,310

5,830,000
6,696


-
One year to less than five years


11,895,800

38,473
11,850,950
63,381
Irrevocable commitments to extend credit:













-
Maturity exceeding 1 year


3,520,826
1,760,414

3,415,040
1,707,521

-
Maturity not exceeding 1 year


1,211,673

-
6,136,529
-

Al-Kafalah




-

-

-
-



Endorsement of bankers’ acceptance


287,162

11,486

13,170
527










37,162,896
4,877,632

38,107,398
5,061,947


*The credit equivalent amount is arrived at using the credit conversion factor as per Bank Negara Malaysia circulars.













12. Financial instruments with off-balance sheet risk
Value of contract classified by remaining period to maturity/repricing date (whichever is earlier) as at reporting date are as follows:-

RM’000

	Item
	Principal Amt
	1 mth or less
	> 1 – 3 mths 
	>3-6 mths 
	>6-12 mths 
	>1-5 yrs 
	> 5 yrs
	Margin requirement

	Foreign Exchange
	
	
	
	
	
	
	
	

	Related contract
	
	
	
	
	
	
	
	

	-
	Forwards
	828,089
	-
	826,147
	1,942
	-
	
	-
	-

	-
	Swaps
	412,498
	-
	361,215
	51,283
	-
	
	-
	-

	-
	Options
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Interest Rate
	
	
	
	
	
	
	
	

	Related contract
	
	
	
	
	
	
	
	

	-
	Forwards
	
	
	
	
	
	
	
	

	-
	Futures
	19,088,000
	-
	2,250,000
	1,962,000
	4,646,000
	10,230,000
	-
	795

	-
	Swaps
	2,184,950
	10,000
	193,000
	25,000
	291,150
	1,665,800
	-
	-

	-
	Options
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Total
	22,513,537
	10,000
	3,630,362
	2,040,225
	4,937,150
	11,895,800
	-
	795


Foreign exchange and interest rate related contracts are subject to market risk and credit risk.

Market risk

Market risk is the potential change in value caused by movement in market rates or prices.  The contractual amounts stated above provide only a measure of involvement in these types of transactions and do not represent the amount subject to market risk.  Exposure to market risk may be reduced through offsetting on and off-balance sheet positions.  As at end of the financial quarter, the notional amount of foreign exchange exposure which was not hedged and hence, exposed to market risk was RM 0.2 million (FYE 31/12/2002: RM 40.4 million), while the notional amount of interest rate exposure in Klibor futures equivalent terms was RM 297.7 million (FYE 31/12/2002: RM 123.1 million).

Credit risk

Credit risk arises from the possibility that a counter-party may be unable to meet the terms of a contract in which the bank has a gain position.  As at the reporting date, the amounts of foreign exchange and interest rate credit risk, measured in term of the cost to replace the profitable contracts, was RM 6.0 million (FYE 31/12/2002: RM 7.4 million) and RM 42.3 million (FYE 31/12/2002: RM 70.0 million) respectively.  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.

Related accounting policies

i. Forward exchange related contracts

Unmatured forward exchange contracts are valued at forward rates as at balance sheet date applicable to their respective dates of maturity, and unrealised losses and gains are recognised in the income statement for the period.

ii. Derivative financial instruments

Transactions are undertaken in derivative financial instruments (‘derivative’) which include interest rate swaps, futures and similar instruments for trading and non-trading purposes.  Derivatives that are classified as non-trading are held for purpose of hedging exposures relating to the bank’s assets and liability management.

Gains and losses arising from specific hedging transactions are released to the income statement over the same period as the income or expense generated by the underlying transactions.  Where a transaction originally entered into as a hedge no longer represents a hedge, its value is restated and any change in value is taken to the income statement.

Gains and losses on instruments purchased or sold for trading purposes are taken to the income statement.  Any such transactions outstanding as at the balance sheet date are stated at market value.

13. Review of Performance of the Company and its Principal Subsidiaries

For the financial quarter under review, the Group recorded a turnover of RM 490.7 million and profit before taxation of RM 33.4 million.  Turnover and profit before taxation for the Group for the financial year ended 31 December 2003 was RM 1,893.9 million and RM 142.0 million respectively.  

Affin Bank Berhad’s group pretax profit for the financial year ended 31 December 2003 was         RM 15.1 million as compared to a pretax profit of RM 31.5 million in the preceding financial year due to lower overhead costs.

Affin-ACF Holdings Berhad’s group pretax profit for the current financial year was RM 130.0 million, higher by RM 49.0 million as compared to the preceding financial year due to lower loan loss provisions and lower overhead costs.   

Affin Merchant Bank Berhad’s group pretax profit for the current financial year decreased by RM 20.6 million to RM 11.5 million as compared to RM 32.1 million in the same period last year due to higher provision for diminution in investments and higher loan loss provisions.   

Affin Discount Berhad recorded a lower pretax profit of RM 10.2 million for the current financial   year as compared to RM 18.5 million for the same period last year due to lower accretion income from its investment portfolio.  

Affin-UOB Holdings Sdn Bhd’s registered a lower pretax loss of RM 4.5 million in the current financial year as compared to a pretax loss of RM 7.0 million in the same period last year due to higher brokerage income. 

Affin Fund Management group’s pretax profit of RM 0.6 million for the current financial year was lower as compared to a pretax profit of RM 2.1 million in the same period last year due to lower sale of unit trust, lower management fees and lower interest income. 

13. Review of Performance of the Company and its Principal Subsidiaries (cont’d)

Affin Moneybrokers Sdn Bhd’s pretax profit for the current financial year increased to RM 1.7 million as compared to RM 1.5 million in the same period last year.  The improved performance was due to higher brokerage income.

14. Comment on financial results 

The Group recorded a pretax profit of RM 33.4 million in the current quarter as compared to a pretax profit of RM 55.7 million recorded in the preceding quarter ended 30 September 2003.  The Group’s loan loss provisioning for the current financial quarter stood at RM 126.4 million (financial quarter ended 30 September 2003 : RM 63.1 million)

15. Prospect for the coming financial year

Barring unforeseen circumstances, the Group expects to be able to improve its profitability in the coming  financial year.   

16. Variance of actual profit from forecast profit

The company did not issue any profit forecast and profit guarantee for the financial year.

17. Taxation

	
	Current financial quarter
	
	Preceding year corresponding quarter
	
	Current year-to-date
	
	Preceding year corresponding period

	
	31/12/2003
	
	31/12/2002
	
	31/12/2003
	
	31/12/2002

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	

	The taxation charge arising in Malaysia
	
	
	
	
	
	

	 for the period:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current taxation
	(12,989)
	
	14,435
	
	(45,212)
	
	(15,350)

	Associated company
	(332)
	
	(1,036)
	
	(3,738)
	
	(3,340)

	Transfer to deferred tax
	
        62,265
	
	                 13,621
	
	62,265
	
	13,621

	(Under)/over provision in prior years
	
            (48)
	
	

                (7)
	
	               (48)
	
	(7)

	
	48,896
	
	27,013
	
	13,267
	
	(5,076)


The effective tax rate of the Group during the financial year is lower than the statutory tax rate mainly due to the unabsorbed tax losses of the commercial bank subsidiary, which has offset its profit for the financial year. 

18. Gains/losses on sale of investments and/or properties

There were no material gains or losses on disposal of investments or properties other than in the ordinary course of business of the Group. 

19. Particulars of purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial period other than in the ordinary course of business of the Group.

20. Status of Corporate Proposals

a) AHB on 10 September 2003 announced that the company had entered into a conditional sale and purchase agreement with United Investments Limited (UIL), a wholly owned subsidiary of United Overseas Bank Limited (UOB), to acquire 45 million ordinary shares of RM1.00 each, representing 45% equity interest in Affin-UOB Holdings Sdn Bhd (Affin-UOB) for a cash consideration of RM 48.5 million.  Foreign Investment Commitee has approved the Proposed Acquisition without any revision vide their letter dated 12 November 2003.  AHB on 8 January 2004 announced that the relevant parties have mutually agreed to  extend the sales and purchase agreement from 8 January 2004 to 7 February 2004. AHB on 7 February 2004 further announced that the relevant parties have mutually agreed to further extend the sales and purchase agreement from 8 February 2004 to 7 March 2004. The proposal was approved by Bank Negara Malaysia on 7 February 2004 and presently pending the approval from the Securities Commission. 

b)
Utilisation of proceeds raised from any corporate proposal.

There were no new capital funds raised since the rights issue exercise in financial year 2000.  Total proceeds from the rights issue had been fully utilized in financial year 2002.

21. Material litigation

At the date of this report there were no pending material litigations, which would have materially affected the Group’s financial position.

22. Earnings per share

Basic

	
	Current financial period ended

31/12/2003
	Preceding year corresponding period ended

31/12/2002

	Profit for the financial period (RM’000)
	127,488
	142,084

	Number of ordinary shares in issue as at 1 January 
	990,377,146
	922,655,003

	Effect of new issuance of shares 
	974,989
	19,992,012

	Weighted average number of ordinary share in issue
	991,352,135
	942,647,015

	Adjustment for share options
	3,575,000
	-

	Adjusted weighted average number of ordinary shares
	
	

	 for diluted earnings per share
	994,927,135
	942,647,015

	Basic earning per share (sen)
	12.86
	15.07

	Diluted earnings per share (sen)
	12.81
	-


Basic earnings per share

The basic earnings per share of the Group has been calculated based on earnings for the financial year of RM 127,488,000 ( 2002 : RM 142,084,000) divided by the weighted average of  991,352,135 ( 2002 : 942,647,015) ordinary shares in issue during the financial year. 

Dilutive earnings per share

The company has warrants convertible to ordinary shares which are dilutive potential ordinary shares.  Based on the requirements of MASB 13, conversion of warrants is considered dilutive when they would result in the issue of new ordinary shares for less than the market value of the shares.  As the current exercise price of the warrants is higher than the market value of the ordinary share, there is no dilution in the earnings per share.

For the diluted earnings per share calculation, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential ordinary shares. The Group has two categories of dilutive potential ordinary shares: share options granted to employees and warrants convertible into ordinary shares.

The shares options is assumed to be converted into ordinary shares. A calculation is done to determine the number of shares that could have been acquired at fair value (determined as the average price of the Company’s shares) based on the monetary value of the subscription rights attached to outstanding share options. 

The number of shares calculated is compared with the number of shares that would have been issued assuming the exercise of the shares options. The difference added to the denominator as an issue of ordinary shares for no consideration. This calculation serves to determine the ‘bonus’ element in the ordinary shares outstanding for the purpose of computing the dilution. No adjustment is made to the net profit for the financial year for the share options calculation.

 23. Changes in Accounting Policies

During the financial year, the Group changed its accounting policies to comply with MASB Standard 25 ‘Income Taxes’ and MASB Standard 29 ‘Employee Benefits’.  The Group has also changed its accounting policy with respect to commission and handling fees paid to dealers, in compliance with BNM circular dated 8 August 2003.  The effects of the changes on the Group’s financial statements are as follows:-





	
	
	Effect of change in accounting policies
	

	
	As previously reported
	Deferred Tax
	Employee benefits
	Other assets
	As restated

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	Group
	
	
	
	
	

	At 31 December 2002
	
	
	
	
	

	Balance Sheet
	
	
	
	
	

	Deferred taxation assets
	-
	212,559
	-
	-
	212,559

	Deferred taxation liabilities
	-
	111
	-
	-
	111

	Other assets
	470,616
	-
	-
	(24,224)
	446,392

	Other liabilities
	718,525
	-
	3,673
	-
	722,198

	Minority interests
	368,751
	20,491
	(425)
	(8,151)
	380,666

	
	
	
	
	
	

	Statement of changes in shareholders’ equity
	
	
	
	
	

	Retained profit
	71,543
	123,549
	(1,561)
	(7,027)
	186,504

	Statutory reserves
	130,262
	70,082
	(1,688)
	(9,046)
	189,610

	
	
	
	
	
	

	Income statements
	
	
	
	
	

	Taxation
	43,256
	(38,110)
	-
	(70)
	5,076

	Overhead expenses
	600,481
	(8,077)
	311
	4,971
	597,686

	Net profit for the financial year
	126,391
	33,696
	2,486
	4,793
	167,366

	Minority interest
	(24,731)
	(600)
	32
	17
	(25,282)

	
	
	
	
	
	

	At 1 January 2002
	
	
	
	
	

	Balance sheets
	
	
	
	
	

	Deferred taxation liabilities
	(13,621)
	177,705
	-
	-
	164,085

	Other assets
	300,667
	-
	-
	(23,937)
	276,729

	Other liabilities
	961,388
	-
	5,909
	-
	967,297

	Minority interests
	345,126
	25,283
	(568)
	(9,067)
	360,774

	
	
	
	
	
	

	Statement of changes in shareholders’ equity
	
	
	
	
	

	Retained profits
	18,276
	114,398
	(2,671)
	(7,435)
	122,568

	Statutory reserves
	88,513
	39,697
	(2,670)
	(7,435)
	118,105

	
	
	
	
	
	



15
The Condensed Financial Statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2002

